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not preempted by this part to the ex-
tent that it provides protection to a
covered borrower greater than those
protections provided by 10 U.S.C. 987
and this part.

(b) Different treatment under State
law of covered borrowers is prohibited.
States may not:

(1) Authorize creditors to charge cov-
ered borrowers rates of interest that
are higher than the legal limit for resi-
dents of the State, or

(2) Permit the violation or waiver of
any State consumer lending protection
that is for the benefit of residents of
the State on the basis of the covered
borrower’s nonresident or military sta-
tus, regardless of the covered bor-
rower’s domicile or permanent home of
record, provided that the protection
would otherwise apply to the covered
borrower.

§232.8 Limitations.

(a) 10 U.S.C. 987 makes it unlawful for
any creditor to extend consumer credit
to a covered borrower with respect to
which:

(1) The creditor rolls over, renews, re-
pays, refinances, or consolidates any
consumer credit extended to the cov-
ered borrower by the same creditor
with the proceeds of other consumer
credit extended by that creditor to the
same covered borrower, unless the new
transaction results in more favorable
terms to the covered borrower, such as
a lower MAPR. This part shall not
apply to a transaction permitted by
this paragraph when the same creditor
extends consumer credit to a covered
borrower to refinance or renew an ex-
tension of credit that was not covered
by this part because the consumer was
not a covered borrower at the time of
the original transaction.

(2) The covered borrower is required
to waive the covered borrower’s right
to legal recourse under any otherwise
applicable provision of State or Fed-
eral law, including any provision of the
Servicemembers Civil Relief Act (50
U.S.C. App. 10 U.S.C. 527 et seq.).

(3) The creditor requires the covered
borrower to submit to arbitration or
imposes other onerous legal notice pro-
visions in the case of a dispute.
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(4) The creditor demands unreason-
able notice from the covered borrower
as a condition for legal action.

(5) The creditor uses a check or other
method of access to a deposit, savings,
or other financial account maintained
by the covered borrower, except that,
in connection with a consumer credit
transaction with an MAPR consistent
with §232.4(b):

(i) The creditor may require an elec-
tronic fund transfer to repay a con-
sumer credit transaction, unless other-
wise prohibited by Regulation E (Elec-
tronic Fund Transfers) 12 CFR part 205;

(ii) The creditor may require direct
deposit of the consumer’s salary as a
condition of eligibility for consumer
credit, unless otherwise prohibited by
law; or

(iii) The creditor may, if not other-
wise prohibited by applicable law, take
a security interest in funds deposited
after the extension of credit in an ac-
count established in connection with
the consumer credit transaction.

(6) The creditor requires as a condi-
tion for the extension of consumer
credit that the covered borrower estab-
lish an allotment to repay the obliga-
tion.

(7) The covered borrower is prohib-
ited from prepaying the consumer cred-
it or is charged a penalty fee for pre-
paying all or part of the consumer
credit.

(b) For purposes of this section, an
assignee may not engage in any trans-
action or take any action that would
be prohibited for the creditor.

§232.9 Penalties and remedies.

(a) Misdemeanor. A creditor or as-
signee who knowingly violates 10
U.S.C. 987 as implemented by this part
shall be fined as provided in title 18,
United States Code, or imprisoned for
not more than one year, or both.

(b) Preservation of other remedies. The
remedies and rights provided under 10
U.S.C. 987 as implemented by this part
are in addition to and do not preclude
any remedy otherwise available under
State or Federal law or regulation to
the person claiming relief under the
statute, including any award for con-
sequential damages and punitive dam-
ages.
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§232.10

(c) Contract void. Any credit agree-
ment, promissory note, or other con-
tract with a covered borrower that
fails to comply with 10 U.S.C. 987 as
implemented by this regulation or
which contains one or more provisions
prohibited under 10 U.S.C. 987 as imple-
mented by this regulation is void from
the inception of the contract.

(d) Arbitration. Notwithstanding 9
U.S.C. 2, or any other Federal or State
law, rule, or regulation, no agreement
to arbitrate any dispute involving the
extension of consumer credit to a cov-
ered borrower pursuant to this part
shall be enforceable against any cov-
ered borrower, or any person who was a
covered borrower when the agreement
was made.

§232.10 Servicemembers Civil Relief
Act protections unaffected.

Nothing in this part may be con-
strued to limit or otherwise affect the
applicability of Section 207 and any
other provisions of the
Servicemembers Civil Relief Act (50
U.S.C. App. 527).

§232.11 Effective date and transition.

Applicable consumer credit—This
part shall only apply to consumer cred-
it that is extended to a covered bor-
rower and consummated on or after Oc-
tober 1, 2007.
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§234.1 Definitions.

As used in this part.

Authorized person. An employee or
agent of the Pentagon Force Protec-
tion Agency, or any other Department
of Defense employee or agent who has
delegated authority to enforce the pro-
visions of this part.

Operator. A person who operates,
drives, controls, otherwise has charge
of, or is in actual physical control of a
mechanical mode of transportation or
any other mechanical equipment.

Pentagon Reservation. Area of land
and improvements thereon, located in
Arlington, Virginia, on which the Pen-
tagon Office Building, Federal Building
Number 2, the Pentagon heating and
sewage treatment plants, and other re-
lated facilities are located. Pursuant to
10 U.S.C. 674, the Pentagon Reservation
also includes the area of land known as
Raven Rock Mountain Complex
(“RRMC”’), located in Adams County,
Pennsylvania, and Site ‘‘C,”” which is
located in Washington County, Mary-
land, and other related facilities. The
Pentagon Reservation shall include all
roadways, walkways, waterways, and
all areas designated for the parking of
vehicles.

Permit. A written authorization to
engage in uses or activities that are
otherwise prohibited, restricted, or reg-
ulated.

Possession. Exercising direct physical
control or dominion, with or without
ownership, over property.

State law. The applicable and noncon-
flicting laws, statutes, regulations, or-
dinances, and codes of the state(s) and
other political subdivision(s) within
whose exterior boundaries the Pen-
tagon Reservation or a portion thereof
is located.

Traffic. Pedestrians, ridden or herded
animals, vehicles, and other convey-
ances, either singly or together, while
using any road, path, street, or other
thoroughfare for the purposes of travel.

Vehicle. Any vehicle that is self-pro-
pelled or designed for self-propulsion,
any motorized vehicle, and any vehicle
drawn by or designed to be drawn by a
motor vehicle, including any device in,
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